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findings, and payment review findings 
obtained through PERM reviews con-
ducted in accordance with § 431.978 
through § 431.988 of this part for data 
required in this section, if the only ex-
clusions are those set forth in 
§ 431.978(d)(1) of this part. 

(2) PERM cases cited as undeter-
mined may be dropped when calcu-
lating MEQC error rates if reasons for 
drops are acceptable reasons listed in 
the State Medicaid Manual. 

[55 FR 22167, May 31, 1990, as amended at 72 
FR 50513, Aug. 31, 2007; 75 FR 48847, Aug. 11, 
2010] 

§ 431.814 Sampling plan and proce-
dures. 

(a) Plan approval. The agency must 
submit a basic MEQC sampling plan (or 
revisions to a current plan) that meets 
the requirements of this section to the 
appropriate CMS regional office for ap-
proval at least 60 days before the begin-
ning of the review period in which it is 
to be implemented. If a plan is un-
changed from a previous period, the 
agency is not required to resubmit the 
entire plan. Universe estimates and 
sampling intervals are required 2 weeks 
before the first monthly sample selec-
tion for each review period. The agency 
must receive approval for a plan before 
it can be implemented. 

(b) Plan requirements. The agency 
must have an approved sampling plan 
in effect for the full 6-month sampling 
period that includes the following: 

(1) The population to be sampled; 
(2) The list(s) from which the sample 

is selected and the following character-
istics of the list(s): 

(i) Sources; 
(ii) All types of cases in the selection 

lists; 
(iii) Accuracy and completeness of 

sample lists in reference to the popu-
lation(s) of interest; 

(iv) Whether or not the selection list 
was constructed by combining more 
than one list; 

(v) The form of the selection list 
(whether the list or part of the list is 
automated); 

(vi) Frequency and length of delays 
in updating the selection lists or their 
sources; 

(vii) Number of items on the lists and 
proportion of listed-in-error items: 

(viii) Methods of deleting unwanted 
items from the selection lists; and 

(ix) Structure of the selection lists. 
(3) The sample size, including the 

minimum number of reviews to be 
completed and the expected number of 
cases to be selected. Minimum sample 
sizes are based on the State’s relative 
level of Medicaid annual expenditures 
for services for active cases, and on the 
total number of negative case actions 
in the universe for negative cases. 
When the sample is substratified, there 
can be no fewer than 75 cases in each 
substratum, except as provided in para-
graph (c) of this section or as provided 
in an exception documented in an ap-
proved sampling plan which contains a 
statement accepting the precision and 
reliability of the reduced sample. 

(4) The sample selection procedure. 
Systematic random sampling is rec-
ommended. Alternative procedures 
must provide a representative sample, 
conform to principles of probability 
sampling, and yield estimates with the 
same or better precision than achieved 
in systematic random sampling. 

(5) Procedures used to identify 
amounts paid for services received in 
the review month. 

(6) Specification as to whether the 
agency chooses to— 

(i) Use billed amounts to offset bene-
ficiary liability toward cost of care (No 
indication will be interpreted to mean 
that the agency will use paid claims); 
and 

(ii) Use denied claims to offset bene-
ficiary liability toward cost of care in 
the payment review. (No indication 
will be interpreted to mean denied 
claims will not be used.) 

(7) Indication of whether the agency 
opts to drop or complete cases selected 
more than once in a sample period. (No 
indication will be interpreted to mean 
that the agency will complete cases se-
lected more than once.) 

(c) Eligibility universe—active cases. 
The MEQC universe for active cases 
must be divided into two strata, the 
Aid to Families with Dependent Chil-
dren (AFDC) stratum and the Medical 
Assistance Only (MAO) stratum. 

(1) All States must use the AFDC 
quality control sample for the AFDC 
stratum. 
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(2) States must include in the MAO 
stratum all cases certified as eligible 
for Medicaid that are not in the AFDC 
stratum, excluding individuals speci-
fied in paragraph (c)(4) of this section. 

(3) States that do not have an agree-
ment with the Social Security Admin-
istration under section 1634 of the Act 
and do not have more restrictive eligi-
bility criteria under section 1902(f) of 
the Act but require a separate Med-
icaid application for beneficiaries of 
SSI and determine Medicaid eligibility 
using SSI criteria must divide the MAO 
stratum into two substrata: MAO cases 
and SSI cash cases for the first review 
period beginning after July 1, 1990 and 
for review periods thereafter. The SSI 
substratum sample size must be 75 
cases or one-half of the total MAO sam-
ple, whichever is smaller. The non-SSI 
MAO substratum sample will be the re-
mainder of the MAO stratum cases. 
States may be exempt from this re-
quirement when implementing an ap-
proved sampling option that does not 
accommodate this stratification meth-
od. 

(4) States must exclude from the 
MEQC universe all of the following: 

(i) SSI beneficiaries whose eligibility 
determinations were made exclusively 
by the Social Security Administration 
under an agreement under section 1634 
of the Act. 

(ii) Individuals in foster care or re-
ceiving adoption assistance whose eli-
gibility is determined under Title IV–E 
of the Act. 

(iii) Individuals receiving Medicaid 
under programs that are 100 percent 
Federally-funded. 

(iv) Individuals whose eligibility was 
determined under a State’s option for 
Express Lane Eligibility under section 
1902(e)(13) of the Act. 

(d) Eligibility universe—negative cases. 
Unless the agency has an approved su-
perior system under § 431.812(c) that 
provides otherwise, the universe for 
negative Medicaid eligibility cases 
must consist of all denied applications, 
suspensions, and terminations occur-
ring during the review month except 
transfers between counties without any 
break in eligibility, cases in which eli-
gibility is exclusively determined by 
SSA under a section 1634 contract, 
cases determined eligible for foster 

care and adoption assistance under 
title IV-E of the Act, and cases under 
programs that are 100 percent federally 
funded. 

(e) Sampling procedures. The agency 
must document all sampling proce-
dures used by the State agency, includ-
ing 98 percent accuracy of program 
identifier codes used in the sampling 
frame to separate listed-in-error cases 
from those in the population of inter-
est, must make them available for re-
view by CMS, and must be able to dem-
onstrate the integrity of its sampling 
procedures in accordance with this sec-
tion. 

(f) Sampling periods. The agency must 
use 6-month sampling periods, from 
April through September and from Oc-
tober through March. 

(g) Statistical samples. The agency 
must select statistically valid samples 
of both active and negative case ac-
tions. 

(h) Sample selection lists. The agency 
must submit to CMS monthly a list of 
cases selected in the sample to be re-
viewed, after the State’s sample selec-
tion and before commencing MEQC re-
views on the cases in the sample. 

(i) Universe estimates and sampling in-
tervals. The agency must submit de-
tailed universe estimates and sampling 
intervals to CMS for approval at least 
2 weeks before the first sample selec-
tion of the review period if the esti-
mates differ from the previous period. 
The sampling intervals must be used 
continuously throughout the sampling 
period unless otherwise specified in an 
approved sampling plan. Final universe 
counts based on the actual sampling 
universe must be determined and re-
ported to CMS for each stratum/sub-
stratum designated in the sampling 
plan. 

The agency also must submit universe 
counts for cases eligible for foster care 
and adoption assistance under title IV- 
E of the Act, and, for States with an 
agreement under section 1634 of the 
Act, for cases found eligible by the So-
cial Security Administration. 

(j) Sample size and methodology op-
tions. The agency may select a sample 
size in accordance with the minimum 
established under paragraph (b)(3) of 
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this section or use one of the meth-
odologies specified in paragraph (j)(1) 
or (2) of this section. 

(1) Increase in size. The agency may, 
at its option, increase its sample size 
for a sampling period above the feder-
ally prescribed minimum sample size 
provided for under paragraph (b)(3) of 
this section, and receive FFP for any 
increased administrative costs the 
agency incurs by exercising this op-
tion. 

(2) Retrospective sampling. The agency 
may, at its option, implement retro-
spective sampling in which cases are 
stratified by dollar value of claims 
paid. If the agency selects retrospec-
tive sampling, it must— 

(i) Draw an initial case sample size 
each month that is no less than 5 times 
the required sample size. The sample 
will be selected from the universe of 
cases that were certified eligible in the 
fourth month prior to the month of 
case selection; 

(ii) Identify claims paid for services 
furnished to all individuals during the 
review month (and, if indicated, any 
months prior to the review month in 
the agency’s selected spenddown pe-
riod) for these cases; 

(iii) Stratify the cases by dollar 
value of the claims into three strata; 
and 

(iv) Select a second statistically 
valid sample within each group subject 
to the sample size requirements speci-
fied in paragraph (b)(3) or (j)(1) of this 
section. 

[55 FR 22166, May 31, 1990, as amended at 75 
FR 48847, Aug. 11, 2010] 

§ 431.816 Case review completion 
deadlines and submittal of reports. 

(a) The agency must complete case 
reviews and submit reports of findings 
to CMS as specified in paragraph (b) of 
this section in the form and at the 
time specified by CMS. 

(b) In addition to the reporting re-
quirements specified in § 431.814 relat-
ing to sampling, the agency must com-
plete case reviews and submit reports 
of findings to CMS in accordance with 
paragraphs (b)(1) through (6) of this 
section for review periods beginning 
after July 1, 1990. The agency must not 
combine or otherwise integrate case 
findings from the MAO and AFDC stra-

ta to meet the case percentage dead-
lines as specified in paragraphs (b)(1) 
through (6) of this section. 

(1) Active case eligibility reviews—MAO 
stratum. (i) The agency must complete 
case eligibility reviews and report the 
findings electronically through the sys-
tem prescribed by CMS for 90 percent 
of all active MAO cases within 105 days 
of the end of the review month for 
which those cases were reviewed, with-
in 125 days for 95 percent of all active 
MAO cases, and within 150 days for 100 
percent of all MAO active cases. 

(ii) The agency must submit a report 
on cases selected for the review month. 

(2) Active case eligibility reviews— 
AFDC stratum. (i) The agency must 
complete case eligibility reviews for 
AFDC ineligible and overpaid error 
cases caused by ineligible individuals 
and report the findings electronically 
through the system prescribed by CMS 
within 105 days of the end of the review 
month for which those cases were re-
viewed for 90 percent of the total re-
views; within 125 days of the end of the 
review month for which those cases 
were reviewed for 95 percent of the 
total reviews; and within 150 days of 
the end of the review month for which 
those cases were reviewed for 100 per-
cent of the total reviews. 

(ii) The agency must report findings 
electronically through the system pre-
scribed by CMS for 100 percent of the 
State agency-reported eligible individ-
uals within 30 days after the final time-
frame required by the AFDC program 
as specified in program regulations at 
45 CFR 205.40(b)(2)(ii). 

(3) Negative case eligibility reviews. The 
agency must submit a monthly 
progress report on negative case re-
views completed during the month un-
less the agency has an approved supe-
rior system in effect. The agency must 
submit a report on its findings by June 
30 of each year for the previous April- 
September sampling period and by De-
cember 31, for the October-March sam-
pling period. 

(4) Payment reviews. (i) The agency 
must submit payment review findings 
electronically through the system pre-
scribed by CMS. 

(ii) The agency must complete pay-
ment review findings for 100 percent of 
the active case reviews in its sample 
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